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The Earnings Gap 





By Daniel E. Maahs, Paula C. Morrow and 
James C. McElroy
A desire for equity in the business 
world requires the elimination of sex 
discrimination. Although some notable 
advances have been made, there is 
still evidence that men and women in 
the labor force are not treated equal­
ly. Employers, unions, and society in 
general somehow cooperate in chan­
neling women into low status and low- 
paying jobs. The Equal Pay and Civil 
Rights Acts are examples of federal 
statutes that, while having good inten­
tions, tend to focus on the symptoms 
and not the causes of sex discrimina­
tion in employment.
Sex discrimination is a product of 
direct and indirect discrimination. 
Direct discrimination is an action taken 
by some employer or union that results 
in a negative consequence for some­
one or some group. Indirect discrimi­
nation is an unconscious or 
unintentional behavior by a person or 
group that results in a negative conse­
quence toward someone or some 
group. This ‘‘negative consequence” 
is sometimes termed adverse impact. 
Indirect discrimination also occurs in 
the socialization and education proc­
ess which affects the kinds of career 
choices men and women make.
Women have historically been con­
ditioned from childhood to accept a 
secondary status in the labor force. 
Until recently, women have accepted 
their secondary status; but now their 
attitudes are changing and they are no 
longer content to earn less. This paper 
focuses on the various arguments 
which have been offered to explain 
why women are concentrated into 
secondary jobs which offer little more 
than half the pay of men. This pay in­
equity is usually referred to as the 
earnings gap.
The Earnings Gap
When someone claims that women 
are a victim of sex discrimination in 
employment, the earnings gap is fre­
quently cited as compelling evidence 
that sex discrimination exists. But what 
is the earnings gap? The definition of 
earnings gap varies considerably 
across studies making direct com­
parisons difficult. The usual earnings 
gap cited compares the median weekly 
income of the aggregate full-time wage 
and salary for women and men. The 
earnings gap for 1979 indicates that 
women’s earnings were roughly 62 
percent of men’s.1 Does this figure 
prove that women are being unfairly 
discriminated against because they 
are underpaid 38 percent? Not 
precisely, but it does give us a good 
estimate of the potential magnitude of 
sex discrimination in employment.
Many studies have been done on 
the earnings gap. Most contend that 
some percent of the gap can be ex­
plained by the lower levels of educa­
tion and training of women. However, 
a study by Fuch using 1970 U.S. Cen­
sus Report Data could only explain 9 
percent of the gap by taking factors 
like age and education into account.2 
This residual gap of approximately 29 
percent probably quantifies sex 
discrimination more accurately. There 
is a great deal of controversy over the 
origin of the earnings gap and why it 
persists. Social-psychological, eco­
nomic, and judicial-political expla­
nations have been offered.
The Earnings Gap: Alternative 
Viewpoints
Social-Psychological Viewpoints
Occupational segregation. In our 
society, there is an occupational 
distribution based on sex. This 
distribution is a result of the indirect 
discrimination. In 1978, only 9.9 per­
cent of women held predominately 
male jobs, 21.6 percent held jobs that 
were not sex stereotyped, and 68.5 
percent held traditionally female jobs.3 
A predominately male job is one in 
which 25 percent or fewer employed in 
that job are women. Recent statistics 
suggest that this distribution has not 
changed very much. More important­
ly, traditionally female jobs are found 
at the lower end of the pay scale and 
women working in predominately 
female fields earn even less. For ex­
ample, clerical work is a typically 
female job. In 1979, the median weekly 
income for a female clerical worker 
was $180; 63 percent of her male 
clerical counterpart’s $287 earnings.4 
Hence, occupational segregation is 
frequently cited as the cause of the 
earnings gap.
The earnings gap represents 
not just an abstract injustice, 
rather, it represents a cause 
of economic hardship for 
many women and their 
families.
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The primary factors that 
appear to affect sex roles are 
parental attitudes, school 
environment, peer group 
effects, and the media.
Certain social changes in our socie­
ty are creating a greater need for nar­
rowing the earnings gap. Because 
women have chosen to remain single 
longer there has been a dramatic in­
crease in the labor force participation 
ratio of women in the age group of 
20-24; it is projected to rise to 75 per­
cent in the 1980’s.5 The increase in the 
divorce rate is also causing the labor 
force participation rate of women to in­
crease. Divorced women with families 
are often among the least prepared to 
deal with the harsh economic realities 
of the earnings gap. Forty-two percent 
of the women maintaining one-parent 
families had incomes below the pover­
ty level in 1978.6 Finally, the labor force 
participation rate for adult women over 
40 has increased to 53.2 percent in 
1979.7 Unfortunately, this increase is 
primarily attributable to financial need 
and women from this category are 
most often employed in low-paying oc­
cupations. Thus, the earnings gap 
represents not just an abstract in­
justice, rather, it represents a cause of 
economic hardship for many women 
and their families. The increasing labor 
force participation of women in all 
dimensions is causing a greater need 
for employers to fully utilize the poten­
tial of qualified females and provide 
them an opportunity to participate in 
less traditional jobs. But, the problem 
is that stereotype thinking about 
“men’s jobs’’ and “women’s jobs’’ 
continues to exist in our society.
It affects the attitudes of employers, 
employment agencies, and the entire 
educational and job training system. 
The sex-linked stereotype of occupa­
tions is based on social and cultural 
forces that are present in society. Our 
society defines certain expectations for 
each sex. These expectations are 
usually referred to as sex roles.
Sex roles. Sex roles are the result 
of many interacting factors. However, 
the primary factors that appear to af­
fect sex roles are parental attitudes, 
school environment, peer group ef­
fects, and the media.
Role modeling is one of the underly­
ing determinants of sex roles. Children 
usually identify with an adult model of 
the same sex. This identification pro­
cess is facilitated by the sexually dif­
ferentiated treatment they receive and 
observe others to receive. The iden­
tification process is solidified as 
children begin to imitate the behaviors 
of their same sex models. 
Adolescence brings a narrowing of 
goals and a focusing of future life 
plans. During adolescence, the peer 
group and school play become a more 
important part in determining the 
career choice for men and women.
During adolescence men’s peer 
values emphasize athletic and sexual 
success, along with scholastic 
achievement. According to a study 
summarized by Weitz, the seriousness 
of a commitment to work soon over­
takes the young man’s old peer values 
of athletic and sexual success as a 
man’s sex role also embraces that of 
economic provider for the family.8
For women, the choice of any 
particular career is often 
confused with the choice of 
having a career at all.
There is a cultural push toward male 
achievement that motivates men into 
a career field. However, the influence 
of the early peer values continues into 
adulthood. Men develop same-sex 
support groups which are usually refer­
red to as the “old boy network.’’
During adolescence, women’s peer 
values are much different than men’s, 
according to Weitz. She reports that 
during adolescence, physical attrac­
tiveness, popularity, clothes, and 
dating are usually valued for girls while 
scholastic success is devalued. For 
some women who do attend college, 
peer group pressures for popularity 
with men often continues. In addition, 
Weitz notes that research has ob­
served women to downplay their 
scholastic ability because of a fear they 
will be perceived as unfeminine; this 
phenomenon has been called “fear of 
success.” Vocation plans are assigned 
a lower priority leading to more short 
term “job” aspirations rather than a 
concern for a life-long career.
The media tends to reinforce these 
“traditional” sex roles. Throughout a 
person’s life, the family, the peer 
group, and the media present an over­
whelming sex role message which 
serves to maintain the status quo. Both 
males and females are considered 
social deviates if they choose a voca­
tion that is stereotyped for the opposite 
sex. These social pressures make it ex­
tremely difficult for a woman to choose 
a nontraditional occupation in an effort 
to increase her earnings.
A woman has a unique set of issues 
to consider in making a vocational 
choice. For women, the choice of any 
particular career is often confused with 
the choice of having a career at all. For 
most women, they must first decide 
how much time they want to devote to 
their work and family, and this decision 
has, historically, overshadowed the 
commitment to any particular career at 
all. In addition, because society places 
the social responsibility of rearing the 
children upon women, women find 
traditional working hours and career 
patterns difficult to follow. There 
should be some flexibility built into all 
careers, not just the “traditional female 
careers,” so that women are not 
penalized for wanting to combine fami­
ly life with their careers.
In summary, because historically 
women have perceived work as a 
secondary option and have not been 
prepared for a lifetime career, they are 
concentrated in “secondary” jobs. To­
day, as the single income family disap­
pears out of economic reality, women 
are beginning to pursue careers. 
Higher educational attainment and the 
women’s movement have also 
elevated career aspirations. Women 
are finding sex discrimination based 
on the traditional sex stereotyped at­
titudes a barrier to their advancement.
Employer attitudes. Sex stereotyp­
ing is present throughout our society; 
the business community is not immune 
to this phenomenon. This bias is usual­
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ly in conflict with the stated company 
policy of equal employment opportuni­
ty. The sex stereotyping bias manifests 
itself in the grouping of women into 
traditionally “female jobs.”
The traditional “female job” exhibits 
characteristics promoting society’s im­
age of the female sex role. The 
“female” professions of nursing, 
teaching, and social work involve tasks 
that would be labeled nurturing or car­
ing. The clerical jobs also require 
characteristics typical of “female 
work,” namely a service orientation, 
manual dexterity, and a tolerance of 
monotonous and routine tasks (i.e., 
patience).
The traditional “female job’’ 
exhibits characteristics 
promoting society’s image of 
the female sex role.
Interestingly, these “female” oc­
cupations all require fairly well- 
educated labor. In most, advanced 
education or technical training is re­
quired before employment. These oc­
cupations also show that long-range 
commitments and extensive sacrifices 
of time are not necessary for suc­
cessful job performance. So why are 
these jobs so lowly paid?
One reason is that these “female” 
jobs are fairly standardized throughout 
the country and no significant on-the- 
job training is required. The employer 
does not need to invest very much in 
training. Therefore, the retention of any 
given female is not essential so long 
as a labor pool exists. Moreover, fre­
quent turnover keeps wages low as 
new hires start at entry level pay. The 
female sex role stereotype in our socie­
ty facilitates the continued entrapment 
of women in this “vicious circle.”
The “vicious circle” is in part a 
reflection of employers’ attitudes 
toward the female labor force. This cir­
cle is analogous to the young workers 
problem. Young people first entering 
the labor market can’t get jobs 
because they have no experience and 
can’t get the experience because they 
can’t get jobs. Women are collective­
ly trapped in “secondary jobs” 
because they too have high turnover 
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and no continuous job experience. 
One reason women have these defi­
ciencies is because these “secondary 
jobs” are usually low-paying, have 
short career ladders, and thus provide 
little incentive for long term service. 
The inherent nature of the secondary 
or female jobs perpetuates the cycle 
and women are trapped because of 
the lack of opportunities.
The employer’s attitude toward the 
“traditional female” job prevents 
women from getting the nontraditional 
job. During World War II, women 
demonstrated they were capable of 
performing the “traditional male” job. 
A study done by Moore and Rickel 
shows that when women are given the 
opportunity to perform in a nontradi­
tional occupation, they assume 
characteristics of the occupational role 
that were once perceived to be male 
traits.9 Specifically, these women 
demonstrated a higher achievement 
and production orientation than 
females in traditional jobs. These find­
ings show that the sex-linked attributes 
which supposedly define good perfor­
mance are actually a result of the oc­
cupational role a person assumes in 
the organization.
Economic Viewpoints
There are a number of economic 
models used to explain sex discrimina­
tion and the subsequent earnings gap. 
Most are hybrid offshoots of economic 
theories of racial discrimination. One 
of the most useful theories is the 
monopsonist theory of imperfect 
competition.10 In this model, male and 
female labor force participants are 
assumed to be perfect substitutes for 
each other. The monopsonist model 
predicts that the employer can gain 
from discrimination if he can segment 
the labor market when the segments 
of the labor market have different labor
When given the opportunity to 
perform in a nontraditional 
occupation, women assume 
characteristics of the 
occupational role that were 
once perceived to be male 
traits.
The monopsonist model does 
show that sex discrimination is 
not good for our economy.
supply elasticities. If the female labor 
supply has a lower labor supply 
elasticity than the male labor supply, 
the employer can pay the female lower 
wages. As female wages are lower, 
discrimination becomes profitable.
The monopsonist model has also 
spawned a variant known as the “over­
crowding” hypothesis. The hypothesis 
states that societal attitudes, monop­
sony (employer) power, and prejudice 
act to limit women to select occupa­
tions. Because women are “crowded” 
into certain occupations, it increases 
the marginal productivity and wages 
for men in those occupations (see 
clerical data cited previously) and 
decreases the marginal productivity 
and wages for women. The actual 
decrease or increase from over­
crowding depends upon the cross­
elasticity of substitution between the 
male and female labor. Economists 
then state that the overcrowding prob­
ably results in lower income and out­
put for the economy as a whole 
because labor is not allowed to seek 
its most productive employment.
In summary, the monopsonist model 
shows that discrimination can lower 
the individual firm’s labor cost, but the 
overcrowding due to the dual labor 
market causes a poor allocation of 
resources for the economy in general. 
The overcrowding variant does a good 
job of describing the current earnings 
gap situation faced by women. 
Societal attitudes, monopsonist power, 
and prejudice do act to limit women in­
to certain occupations. While the 
monopsonist model is not an exact 
duplicaton of the real economic en­
vironment, it does show that sex 
discrimination is not good for our 
economy. If sex discrimination is not 
good for the economy, its existence 
must be stopped to fully utilize the 
labor force and to instill justice in 
employment. But historically speaking, 
the courts have not tried to stop sex 
discrimination in the labor force, the 
courts have reinforced the traditional 
sex roles that allow the segregation of 
females into the “secondary jobs.’’ 
Judicial-Political Viewpoints
The courts have historically rein­
forced the traditional sex roles when 
the legality of a denied job opportuni­
ty was questioned. The foundations of 
our legal system are heavily influ­
enced by moral and social traditions, 
including the concept of male domi­
nance.10. Not surprisingly, reliance on 
common law tradition has resulted in 
court decisions that have reinforced 
commonly held sexual stereotypes. 
For example, in the Supreme Court 
decision of 1872, the case of Bradwell 
vs. Illinois; a woman fought a state law 
that denied women licenses to practice 
law. The action was sought under the 
“equal protection clause’’ of the Four­
teenth Amendment. In the opinion of 
the court, Justic Bradley felt, “the 
natural and proper timidity and 
delicacy which belongs to the female 
sex evidently unfits it for many of the 
occupations of civil life ... The para­
mount destiny and mission of women 
are to fulfill the noble and benign of­
fices of wife and mother. This is the law 
of the Creator. And the rules of socie­
ty must be adopted to the general con­
stitution of things...’’11
Other cases have also reflected the 
sex stereotyped thinking of the courts 
in regard to women and work. In the 
1948 case of Goesart vs. Cleary, a 
woman was denied employment as a 
bartender on the basis of her sex. The 
Supreme Court recognized that 
women did have certain rights, but the 
state still could draw the line when it 
came to liquor handling.12 In the 1971 
case of Williams vs. McNair, the con­
tinuation of sex segregated education 
in two South Carolina universities was 
challenged by a group of males. The 
District court found there was 
reasonable justification for this and the 
case was appealed to the Supreme
Court decisions have 
reinforced commonly held 
sexual stereotypes.
Court. The Supreme Court affirmed 
the lower court's decision without even 
giving a hearing.13
The Equal Pay Act and Title VII of 
the 1964 Civil Rights Act (and its 
amendments) have been useful in 
eliminating the use of common law in 
sex discrimination cases. These laws 
have resulted in several significant 
court rulings which favor women and 
should eventually serve to lessen the 
earnings gap.
In 1973, a class action suit was 
filed against A.T.&T. by a group of 
minorities and women. Twelve million 
dollars in back pay and incentives 
were awarded to those who were 
denied pay and promotion oppor­
tunities. A consent decree with nine 
major steel companies and unions 
resulted in $30.9 million back pay for 
minorities and female steel workers on 
the same grounds.14 In 1978, General 
Electric entered into a conciliation 
agreement with minorities and women, 
estimated to have cost them $32 
million.15 Cases such as these have 
made a dramatic impact on employers 
for a need to examine their company 
policies regarding women. But en­
forcement of these laws in smaller 
firms is much less common and is 
unlikely to end the earnings differen­
tial. Some have expressed the view 
that affirmative action programs are 
more likely to lessen the earnings gap.
Affirmative Action. Two presiden­
tial executive orders exist which re­
quired all federal contractors to sign an 
agreement not to discriminate and to 
file an affirmative action program. The 
executive orders are a better tool than 
the Civil Rights Act for eliminating 
discrimination. The weakness of Title 
VII is that while it forbids discrimination 
in principle, it does not actually prevent 
discrimination; it merely provides a 
legal means to punish the offender. 
The executive orders require 
employers to demonstrate that 
discrimination is not present in their 
companies; it is a form of prevention 
for the disease of discrimination. 
These programs, which facilitate 
women’s access to nontraditional (i.e., 
male) occupations in the labor force, 
should result in narrowing the earnings 
gap. The major weakness of the ex­
ecutive order is that many private 
employers are not required to engage 
in affirmative action. Whether affir­
mative action will eventually lessen the 
earnings gap will largely be dependent 
A system based on 
comparable worth will require 
new methods of job evaluation 
yet to be devised.
on the vigor with which its tenets are 
willingly followed and/or routinely 
enforced.
A number of other issues have a 
bearing on the future size of the earn­
ings gap. Two of these are comparable 
worth and sexual harassment.
Related Earnings Gap Issues
Comparable Worth
Because the earnings gap is related 
to the occupational segregation of 
women, the implementation of a com­
parable worth compensation system 
could narrow the earnings gap. Com­
parable worth is the establishment of 
salaries for “women’s jobs’’ which 
equal the salaries of jobs which require 
similar skill levels but are typically held 
by men. Comparable worth is intend­
ed to reduce the inequities left 
unresolved by the Equal Pay Act. 
However, no workable job evaluation 
method has yet been designed to han­
dle the comparison of widely divergent 
jobs. Most compensation systems are 
tied to the external labor market, which 
reflects all the sex role biases we have 
discussed, and thus serves to benefit 
men.
An excellent example of latent sex 
discrimination in job evaluation is con­
tained in the 1965 Dictionary of Oc­
cupational Titles (DOT) produced by 
the Department of Labor. The DOT 
was formulated to aid public and 
private agencies in evaluating, classi­
fying, and compensating jobs with dif­
ferent skills. The DOT uses a six-digit 
code to classify 36,000 job titles by the 
occupational skill and complexity 
needed to perform the job. The last 
three digits of the code rates each job 
for complexity in relation to data (infor­
mation), to people, and to things 
(mechanical ability). A descending 
order rating is used such that a rating 
of 878 signifies the lowest level of com­
plexity possible for any job. A childcare 
attendant, nursery school teacher, 
The Woman CPA, January, 1985/17
homemaker, parking lot attendant, and 
rest room attendant were all given a 
rating of 878, implying that these jobs 
can be successfully performed by vir­
tually anyone and that they involve lit­
tle responsibility. Some comparisons 
of job ratings suggest additional flaws 
in the system. A practical nurse (878) 
is rated similar to a strip-tease artist 
(848), while a general duty nurse (378) 
is judged to be less skillful than a dog 
trainer (228.)16 According to the DOT, 
a stripper and a dog trainer require 
more skill in working with people than 
either kind of nurse, respectively.
Although the DOT’S example is ob­
viously outdated, it shows the 
stereotypical attitude that is embedd­
ed in compensation and evaluation 
systems. It is probable that many 
firms’, compensation systems still con­
tain vestiges of sex discrimination and 
thus require modification. The installa­
tion of a system based on comparable 
worth will require new methods of job 
evaluation yet to be devised. Complete 
closure of the earnings gap is depen­
dent on these new, yet to be designed 
compensation plans.
Sexual Harassment
The traditional sex roles have 
fostered the attitude that women are 
secondary contributors to the work 
force. This attitude is perpetuated by 
the assignment of men to positions of 
power in organizations which 
simultaneously provide opportunities 
to sexually harass women. In March of 
1980, the EEOC published guidelines 
reaffirming its postion that sexual 
harassment is unlawful. The guidelines 
say that the employer is accountable 
for the acts of harassing employees in 
supervisory positions. The EEOC sug­
gest that employers take preventive 
steps to insure that sexual harassment 
will not be tolerated and state ap­
propriate sanctions. It is contended 
that if sexual harassment were re­
duced, one more non-job related 
factor would be removed from the 
compensation process and the earn­
ings gap would be diminished.
Conclusion
Our analysis suggests that the 
essence of the earnings gap lies in the 
expression of contradictory values 
within a partially government regulated 
economic system. More specifically, 
the problem we face is a contradiction 
between societal values and individual 
values. Society desires equal employ­
ment opportunities for all accompanied 
by fair compensation; in short, the 
elimination of the earnings gap. We 
tend to agree that majority interests 
(e.g., the greatest good for the greatest 
number, maximum aggregate produc­
tivity) and minority interests (e.g., pro­
tection of subgroup rights, fewer non­
job related pay inequities) could best 
be served in the long run if the earn­
ings gap were eliminated. Individual­
ly, however, our predispositions to act 
are the by-product of a rather lengthy 
socialization process. This socializa­
tion not only embraces attitudes 
toward sex differences but a proclivity 
to be egocentric and short term 
oriented in market place dealings. 
These latter values may manifest 
themselves in perpetuation of male 
superiority in the work force or, more 
probably, a willingness to perpetuate 
the earnings gap in order to lessen 
labor costs and remain competitive 
and profitable. That is, as long as there 
is an economic advantage which ac­
crues to those who pay women less, 
the earnings gap will not be abated. 
Society, if it is to eliminate earnings 
gap discrimination, has two choices: 
(1) make it less profitable to 
discriminate through post-hoc legal- 
judicial sanctions or (2) attempt to alter 
the socialization process that lies at the 
basis of discrimination. Although 
choice (1) attacks the symptoms rather 
than the problem itself, one would ex­
pect it to be the choice of record given 
its prospects for immediate success in 
reducing earnings gap inequities. 
Altering the socialization process re­
quires a much longer time frame with 
indefinite prospects for success. Some 
may regard the first alternative as 
another government imposed solution 
to a problem which should be re­
solved at the grass roots level. Instead, 
society is likely to endorse this strategy 
as a structural solution to an ex­
ceedingly complex problem that in­
dividuals find difficult to grasp and 
even more difficult to solve. Stated dif­
ferently, this strategy is aimed at alter­
ing behaviors rather than trying to 
change attitudes. Ω
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